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Updated Information on ADFE

Provides loans on concessional terms and
grants to eligible developing member countries

Completed negotiation of ADF X in May 2008,
total replenishment of USD11.3 billion
equivalent for 2009 - 2012

Introduced new hard -term lending facility in
Sept 2007

Balances as of 31 August 2008,

A Total loans and grants: USD32.4 billion equivalent

A Disbursed and outstanding balance: USD25 billion
equiv. (63% legacy loans and 37% full -fledged

SDR loans) ADB



ADF Financial Resources

Three major financial resources:
1. Donorso Contri buti ons
A periodic replenishments
A 9 replenishments: ADF |7 X
A ADF X: 30 countries

Malaysian ringgit

A Australian dollar A New Turkish Lira

A Brunei dollar A Norwegian krone
A Ccanadian dollar A New Zealand dollar
V. Berrelh ke A Pound sterling
T A Singapore dollar

A Japanese yen A Swedish krona

b reaesr e A Swiss franc

A ﬁ Thai baht

United States dollar

2. Internal resources/reflows: loan repayment, loan
Income and investment income

3. OCR income transfer and miscellaneous sources

ADB



Eligibility for ADF

A DMC Classification:3 Groups - A, B and C

A Key Classification Criteria

 Per capita gross national income (GNI)
' Creditworthiness

A Financing Eligibility
* Group A : ADF only

* Group B : Blend
* Group C : OCR only

ADB



ADB Country Classification

Graduates

Afghanistan; Bhutan; Cambodia; Kiribati; Kyrgyz
Republic; Lao PDR; Maldives; Mongolia; Myanmar;
Nauru*; Nepal, Samo; Solomon Islands; Tajikistan;
Timor-Leste; Tonga; Tuvalu; Vanuatu

Armenia; Azerbaijan; Bangladesh; Georgia; India;
Marshall Islands; Micronesia; Pakistan; Palau; Papua
New Guinea; Sri Lanka; Uzbekistan; Viet Nam

Cook Islands; People's Republic of China; Fiji;
Kazakhstan; Malaysia;  Philippines;  Thailand;
Turkmenistan

Republic of Korea; Hong Kong, China; Singapore;
Taipel,China




Item
Currency

Marurity

Grace Period

Commitment Fee [/
Service Charge

Interest Rate

ADF Lending Terms

Concessional
Financing

SDR

32 years for project loans
24 years for program loans

8 years

none

1% during grace period
1.5% during amortization
period

Hard-Term Loan
SDR

32 years for project loans
24 years for program loans

8 years

none

(Weighted average of the 10-year fixed swap
rates of SDR composte currencies + OCR lending
spread) - 150bps

Fixed/Floating
Repayment Rate

Fixed

Equal installments

Fixed

Equal installments
(4.17% p.a. for project loans
6.25% p.a. for program loans)

Eligible Borrowers

ADF-only and Blend
countries

Blend countries: with (i) per capita income not
exceeding the IDA operational cutoff for more
than 2 consecutive years, and (ii) an active OCR
lending program

ADF-only countries: high-revenue earning projects
that generate net FX beyong the foreign debt-
service requirement
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Il. ADF Currency Management

Key Definitions and SDR
ADF Currency Practices
Currency Practice for Legacy Loan: Pre2006
Currency Practice for FullFledged SDR Loan

Currency Practice for Legacy Loan: Post
2006 (Phasel)

Currency Practice for Converted Legacy

Loans (Phase?2) ADB
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ADF Currency Management

Key Definitions & SDR
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Key Terms for Currency Management of ADFE Loans

SDR-Denominated Loan-Denominated Currency of loan used for
FrTTEn budgetary purposes SDR
Loan y since 1983
Disbursement Currency requested by
Rupee/USD/ Currency borrower in which
JPY/EUR/Dong/Kina goods/services will be
financed
Donorso Cu resSgeiEy Currency disbursed or
or used by ADB to obtain
SDR Currencies funds for disbursement
Liab'lity Currency= Currency recorded by

donorsd cur rg\@%@th@l'@biliwof
SDR based on loan type ~OTTOWeEr

Donor so Cur BaSEEAEuINiE[aY Currency of loan service
_ liahili payments
or = liability currency or
One of SDR currencies  eEKelgSIpIagelVl{=lv[S

ADB



Background on SDR

A Created by the IMF in 1969
A Value is based on a basket of 4 major currencies:

IMF
Currency
Currency Amount equivalent
Euro 0.4100 0.55120
Japanese yen 18.4000 0.18030
Pound sterling 0.0903 0.15725
U.S. dollar 0.6320 0.63200
|
Current BETTA SDR Value as of
Rates 20 October 2008

A Reviews SDR currency amount every5 years |
A Last reviewed in 2005, valid from 2006 to 2010 ADB
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ADF Currency Practices
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Currency Management Practices

Evolution of Currency Management Practices

1. Currency Preservation Principle
A Prior to 2006
- Legacy loans

2. SDR-Based Approach
A Phasel (since 2006)
- New loans*/full -fledged SDR loans
Legacy loans**
A Phase? (starts 2008)

Conversion of legacy loans to full-fledged
SDR loans

* Loans invited for negotiation from 1 January 2006. A‘DB
** | oans invited for negotiation prior to 2006.
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ADF Currency Management

Currency Practice for
Legacy Loan: Pre -2006
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Currency Management PracticeS  scont .

1. Currency Preservation Principle (prior to 2006)

A ADF loan regulations restricted the currency
conversion of donorso c

loans were denominated in SDR*

15nati onal currencies of
were used as cost currencies for disbursements
borrowerso |1 abili1ti1 es

based on cost currencies

repayment currencies are based on liability
currencies

cost and repayment currencies are at ADB
discretion based on currency priority basis

A Discontinued in 2006

* Prior to 1983, ADF loans were denominated in USD. ADB



lllustration: Single Disbursement
Legacy Loan (Pre -2006)

SDR-Denominated A Disbursement
Currency

Loan

w

A Cost currency
= Liability
currency to
borrower for each
disbursement

SDR Donor Currency
Ex: JPY

A SDR equivalent in
JPY is deducted A Repayment

from the loan currency based on

amount* Liability Currency Liability currency
| . e. donor s

currencies
ADB

* Maximum availability of aggregate disbursement of a loan is controlled in SDR denomination.



Principal Repayment : Legacy Loan (Pre -2006 )

Multi - SDR equiv. Amortization .
Currency at historical Schedule Pr|n0|pal Due*
Liabiliti
(ﬁil;iggs '(:rﬁﬁ%ﬁ)s Based on Approved Billing based on
Loan Amount high yield
currency:
AUD20 = SDR8
32 years
iIncluding an If billing in AUD :
— 8-yr grace period SDR1 x (20/ 8)
JPY2,000=8 SDRI12 = = A Bl
48 semi -annual
cADl5 ™ SDRI2 |nstaIITents
EURO KBl SDRILG6
Total SDR48 SDR48
Repayments Million Million
* Note: Actual formula for this calculation is slightly more complicated as it involves USD equivalent. ADB

However, the end result would be the same.



Issues of the Currency Practice on
| eqacy Loans (Pre -2006

A A currency mismatch between contractual
commitments and actual obligations

A Because of the currency priority practice:

challenge In currency planning and debt
portfolio management

unequal FX effects among borrowers due to
various compositions of liability currencies

ADB



4.

ADF Currency Management

Currency Practice for
Full -Fledged SDR Loan
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Currency Management Practices

econt .

2. SDRBased Approach (started in 2006)

A ADF loan regulations were amended in 2005

A All ows conversion
reflows In various currencies to SDR

Phasel: (since 2006)
(a) full -fledged SDR loans or new loans

of d

" loans continue to be denominated in SDR
" use SDR currencies for loan disbursements

" liability currency is SDR

" repayment currency is one of the SDR
currencies

ADB



lllustration of a Single Disbursement of a
Full - Fledged SDR Loan

_ A Disbursement
SDR-Denominated Currency

Loan

A Cost Currencies
SDR equivalent of = SDR currencies
the SDR currencies
used is deducted
from the loan

amount

currencies

A Liability Currency
= SDR

A Repayment

One of the Currency = one of
: the SDR currencies in
SDR currencies equivalent of LSP

amount in SDR ADB



Principal Repayment. Full -Fledged SDR Loan

Liability in SDR Amortization Schedule
(million) Based on Approved
Loan Amount

Principal Due

SDRL6

SDRI10 _
- 32 years A Equivalent
iIncluding an amount of
8-year grace SDRL million
pe['c’d In one of the
- 48 semi -annual SDR _
SDRLO Installments currencies
= selected by
- borrower

Total SDRA48 _ SDRA48
Repayments million million ADB



Currency Practice for
Full - Fledged SDR Loan

Full -Fledged SDR Loans

Loan Negotiations in 2006 onwards

Loan Denomination

Cost Currency

Liability Currency

Repayment Currency

SDR
SDR Currencies
SDR

One of SDR currencies;
changeable upon advance notice
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Benefits of Full -Fledged SDR Loan
to Borrowers

A Resolves the mismatch between contractual
| oan commit ments and bo
obligations

A Reduces number of liability currencies from up
to 15 currenciesto SDR

A Increases flexibility in repayment currency

A Simplifies and streamlines currency planning
and debt management

A Harmonizes concessional financing modality

with IDA ADB



30

Benefits of Full -Fledged SDR Loan
to ADE

A Improves ADF product and financial
management

A Harmonizes the practice with IDA

A Reduces currency volatility of the assets
and frees up financial resources for

developmental lending

ADB



ADF Currency Management

5. Currency Practice
for Legacy Loan:
Post-2006 (Phase 1)

ADB



Currency Management PracticeS  scont .

2. SDRBased Approach (cont.)

Phasel

(b) Legacy loans

A obligations of disbursed balances retained In
donor currencies

A disbursements of undisbursed balances:

Program Loans proportionately use SDR
currencies

Project Loans mimic SDR currencies

A multiple liability currencies are proportionally
recalled for loan repayments

A repayment currency is either liability currencies
or one of the SDR currencies
ADB




lllustration of a Single Disbursement of a
Legacy Loan after 2006

A Disbursement
Currency

SDR-Denominated

Loan

A Cost Currencies =
- SDR currencies
SDR h _ Liability currencies
Currencies

A SDR equivalent of
SDR currencies A Repayment
used is deducted Multiple Liability Currency = multiple
g?nrgl};]‘i loan currencies or liability currencies or
i 6l e one of the SDR

_ currencies in
SDR Currencies equivalent of all

liability currencies ADB

A Maximum availability of aggregate disbursement of a loan is controlled in SDR denomination.




Principal Repayment: Legacy Loan after 2006

Multi SDR Equiv. Amortization Principal Due  *
Currency at Historical Schedule
Liabilities FX Rates Based on Proportional Recall Based
(million) (million) Approved on Liability Currency

Loan Amount Composition (million):
AUDZ20 SDRB AUD=SDR1/48x20= AUD0.42,

and
32 years

e JPY=SDR1/48x2,000=JP¥1.7,
— and
— CAD=SDR1/48x15= CADD.31,

48 semi -annual and
' EUR=SDR1/48x20= E 42
CADLS SDRL2 installments UR=S [48x20 URD

Repayment Options
(million):
1. In multiple currencies
EURO SDRL6 based on obligations
= AUDO0.42 + JPY41.7 +
CADD.31+ EUR0.42
SDR48

Total SDRI8  _ 2. Equivalent of multicurrency

Repayments  Million Million obligations in one of the

* Note: Actual formula for this calculation is slightly more complicated as it involves SDR currencies
USD equivalent. However, the end result would be the same.




Currency Practice: Le

ltem

Loan
Denomination

Cost Currency
Liability
Currency

Repayment
Currency

Disbursement Status as of January 2006

Undisbursed Disbursed and
Portion Outstanding

SDR SDR

SDR Currencies Donor saé

SDR Currencies Donor saé

A proportional recalling of multiple liability currencies
A option to pay in one of SDR currencies, changeable
upon advance notice




Issues of the Currency Practice on
| egacy Loans (After 2006

A Increase flexibility in repayment currency

ASimplify borrowerso fin
portfolio management

However,

A Currency mismatch between contractual
commitments and actual obligations remains

A Inconsistent practices between ADF and IDA

ADB



ADF Currency Management

6. Currency Practice

for Converted
Legacy Loans (Phase 2)

ADB



Currency Management PracticeS  scont .
2. SDR-Based Approach (cont.)

Phase 2: Legacy Loans

A Starting January 2008, borrowers have the option
to convert multicurrency liabilities of disbursed
and outstanding balance to SDR

A With conversion

multiple currencies of disbursed and
outstanding balances will be converted to SDR

undisbursed balances will follow disbursement
practice of full-fledged SDR loans

loan service payments of full-fledged SDR will
be applied

A No conversion : Features of phase-1 legacy loans
will be retained
ADB




Currency Practice:
Full -Fledged SDR vs Legacy Loans

Full-Fledged SDR
Loans and Converted

fem Legacy Loans

Legacy Loans (Phase 1)

Undisbursed Disbursed and
Balance QOutstanding Pre-2006

Loan Denomination SDR

SDR SDR SDR*

Cost Currency SDR Currencies

SDR Currencies  Donors' Currencies Donors' Currencies

v

Liability Currency

Repayment Currency One of the SDR
currencies; changeable

upon advance notice

SDR Currencies  (Donors' Currencies Donors' Currencies

A proportional recalling of multiple liability ~ High yield currencies
currencies from the liability
A option to pay in one of the SDR currencies

currencies; changeable upon advance
notice

* Loans denominated in USD prior to 1983.




lllustration of a Single Disbursement of a
Converted Legacy Loan

A Disbursement
SDR-Denominated Rupee Currency
Loan

A Cost Currencies
SDR equivalent SDR = SDR currencies
OFSDR Currencies
currencies
Is deducted

from the loan
amount A Liability Currency

= SDR

A Repayment

One of the Currency = one of

SDR . the SDR currencies
currencies In equivalent of LSP

amount in SDR ADB




Principal Repayment: Converted Legacy Loan

Liability in SDR  Amortization Schedule
(million) Based on Approved
Loan Amount

Principal Due

SDRL6

SDRLO
32 years A Equivalent
including an amount of
SDR12 8-year grace SDRL million
period .
_ In one of the
SDRILO 45_3 semi -annual SDR _
installments currencies
= selected by
- borrower

Total SDR48 _ SDR48
Repayments million million ADB



Outline

SDR Conversion Option
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Ill.  SDR _Conversion Option
Starting January 2008

Option to convert multiple liability currencies
under legacy loans into SDR

Avallable for all ADF borrowers with no arrears
In outstanding legacy loans

Multiple liability currencies of disbursed and
outstanding balances will be converted into
SDR

Undisbursed balances remain in SDR and
future disbursements will follow the practice of
full-fledged SDR loans

No administrative fee to borrowers ADB



Outline

Potential Implications of SDR
Conversion Option
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V. Potential Implications:
SDR Conversion Option of the

ADF Exposure for Various Countries

Scenario Analysis
Conversion
VIS -a-VIS
No Conversion

ADB



Sample Exposure as of August 2008

A Outstanding loans involve 14 liability currencies
A Value equivalent: USD6.6 billion or SDR4.2 billion
equivalent (amounts in million)

Local US$ %
Currency Currency Equivalent Breakdown

AUD 17.9 15.4 0.2
CAD 214.0 201.2 3.1
CHF 47.0 42.6 0.6
DKK 79.4 15.6 0.2
EUR 764.7 1,122.2 17.1
GBP 54.0 98.4 1.5
JPY 315,820.5 2,902.8 44 .2
KRW 5,127.9 4.7 0.1
NOK 115.1 21.2 0.3
SEK 304.5 47.2 0.7
SGD 0.1 0.1 0.0
THB 3.3 0.1 0.0
USD 759.0 759.0 11.6
XDR 850.5 1,335.2 20.3

SDR4,182.2 6,565.6 100.0




ADF Loans Outstanding
as of 30 Auqust 2008

A Currency mix of loans outstanding: 14 currencies

Major Currency
Exposure:

A JIPYT 44%
A EURT 17%
A USDi 12%

ADB



